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intertape polymer group™ 


IPG, a source of competitive advantage... 


CORPORATE PROFILE 


The best of the best product line 


Intertape Polymer Group Inc. (IPG) is a recognized leader in the development 
and manufacturing of specialized polyolefin plastic & paper packaging products 
and complementary packaging systems. Headquartered in Montreal, Quebec, the 
Company has strategically grown to support operations in 19 locations including 
15 manufacturing facilities, with over 3,000 employees. 


IPG’s advanced manufacturing technologies offer the flexibility to produce 
a wide range of products that reflect the needs of our customers. These include 
products sold through IPG distributors, consisting of: Intertape® brand hot-melt, 
acrylic and natural rubber pressure-sensitive carton sealing tapes, water-activated 
carton sealing tape, masking tape, duct tape; Exlfilm® brand shrink film; and 
StretchFlex™ brand stretch wrap. Examples of products sold directly to end users 
include a wide range of Nova-Thene* brand woven polyolefin products; 
Intertape® brand flexible intermediate bulk containers (FIBC); and transport & 
display cases that are either sold to the customer or rented. 


Since its inception in 1981, IPG has become a major presence in North America 
by focusing on large niche markets, continuing its momentum of successful 
rapid growth and remaining for the most part, the low cost producer. With this 
strategy, IPGs’ competitively priced products are sold to both a broad range of 
industrial / specialty distributors, retail stores and large end-users in diverse industries. 
These industries include the aeronautical, agricultural, automotive, beverage, chemical, 
construction, food, forest, geotextile, mining, pharmaceutical, paper, recreational, 
sports and transportation industries. 


The Company’s financial strength establishes the foundation for continued 
organic growth, acquisitions and new product development. These combine to 
form the basis for continued expansion in both current and new markets. 


Intertape Polymer Group Inc. is a publicly traded company with its common 
shares listed on the New York Stock Exchange and The Toronto Stock Exchange 
under the Stock Symbol “ITP”. 
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..We remain on course... 
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CORPORATE HEADQUARTERS 


110 E Montee de Liesse Phone: (514) 731-0731 
Montreal, Quebec Fax: (514) 731-5477 
Canada H4T 1N4 Website: www.intertapepolymer.com 


E-mail: itp$info@intertapeipg.com 


SAFE HABOUR STATEMENT 


This release contains statements that are forward-looking within the meaning of Section 
27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. 
Forward-looking statements involve known and unknown risks and uncertainties, 
which may cause the Company’s actual results in future periods to differ materially from 
forecasted results or forward-looking statements. Those risks and uncertainties include, 
but are not limited to: 


e risks associated with pricing, volume and continued strength of markets 
where the Company’s products are sold, and the timing and acceptance of 
new product offerings. 


e actions of competitors as are described in the Company’s filings with the 
Securities and Exchange Commission (SEC) over the last twelve months. 


¢ the Company’s ability to successfully integrate the operations and information 
systems of acquired companies with its existing operations, and information 
system, including risks and uncertainties relating to its ability to achieve 
projected earnings estimates, achieve administrative and operating cost 
savings and anticipate synergies. 

e the effect of competition and raw material pricing on the Company’s ability to 
maintain margins on existing or acquired operations. 


The Company does not undertake to publicly update or revise its forward-looking state- 
ments even if experience or future changes make it clear that any projected results 
expressed or implied therein will not be realized. 


Enter into new product arenas... 
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Expanding plant outputs... 


IPG LOCATIONS 


@ Manufacturing Location 
@ Distribution Center 

© ISO Certified 

© Corporate Office 


Oo ®@ 


Augusta, Georgia, U.S.A. 


Brighton, Colorado, U.S.A. 
Carbondale, Illinois, U.S.A. 
Columbia, South Carolina, U.S.A. 
Danville, Virginia, U.S.A. 
Edmundston, New Brunswick, Canada 
Green Bay, Wisconsin, U-S.A: 
Lachine, Quebec, Canada 
Menasha, Wisconsin, U.S.A. 
Marysville, Michigan, U.S.A. 
Montreal, Quebec, Canada 
Porto, Portugal 

Rayne, Louisiana, U.S.A 
Richmond, Kentucky, U.S.A. 
Sarasota, Florida, U.S.A 

St. Laurent, Quebec, Canada 
Tampa, Florida, U.S.A. 


Tremonton, Utah, U.S.A. 


Truro, New Brunswick, Canada 


Implementing efficiency measures........ 
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volution of a packaging industry powerhouse. Enhance shareholder value... 


FINANCIAL HIGHLIGHTS 


Years Ended December 31, 1999 1998 1997 
RESULTS FROM OPERATIONS 
Consolidatedssal esmeeen teen octet ae cree een tee ere 569,947 378,030 227,553 
Net earnings before restructuring charges (Cdn GAAP) ........ n/a n/a PPO 
Net earnings before restructuring charges (U.S. GAAP)........ n/a n/a 21,110 
Neteatmings (Cdr CAA D \i tect nse den tao tha reed at 8,098 28, /51 8,885 
INGie earn rates (USGI NINIB) cssee noaostooaneacmanonc dehasanBasbonsee tbeneeseabens: 8,098 28,751 8,885 
Cash from operations before funding of changes in 
Mon-cash working capital HENS ..cs.cGos.ceeedevesecseosasporsossers 36,130 57,922 39,705 
PER COMMON SHARE 
Net earnings before restructuring charges (Cdn GAAP) .... n/a n/a 0.85 
Net earnings before restructuring charges (U.S. GAAP) .... n/a n/a 0.85 
Netrearmincs:( Cen GAAP) oi sid cere toes icra meenae tas eeisaer 0.29 1.14 0.36 
NeCearnines CUS FG RAD) transetctee actartecks: staan tucson ty nee 0.29 1.14 0.36 
Cash from operations before funding of changes in 
mon-casiy working Capital HENSi0...cccc.eedesteersgensecenecte 1.31 231 1.60 
Book value after restructuring charges (Cdn GAAP) .........0+. 0.97 7a 6.53 
Book value after restructuring charges (U.S. GAAP) .........0. D7 Tal 6.53 
FINANCIAL POSITION 
ee ee oe Se. ae s fee This data should be read in conjunction with 
Total assets (US. GAAP) srsssnsnsnnsninsnninnnn 815,006 622,152 397,373 ae eager ertaeel ate 
PEALE CLG ENN leh teal stdin sot tele ce iincyee 338,09 211,8 153,138 ne ne 
Shareholders’ equity (Cdn GAAP) .....ssscsssessssssssseeseesenen 282,003 194,249 163,412 Management’s Discussion and Analysis of 
Shareholders, equity CUS; GAAP IIE 228 vcs csssesoecsteun cecueodes 282,003 194,249 163,412 Financial Condition and Results of 
SELECTED RATIOS Operations. 

Pe ie Saved (Can CAL) iaictots elatetalt astsletotsts(sietaiataleloiteten/ofsielatn a me ee (In thousands of OLS. dollars except 
epu Gapial Employed (Cdn GAAP) Wicccsnesoteeoncstiare d ; 
Debt/Capital Employed (U.S. GAAP) v..ssssesssssssssssssnsssseen 0.55 0.52 0.48 ae SEO EEE TELS 

Return on equity before restructuring charges (Cdn GAAP) n/a n/a 12.0% volume information.) 
Return on equity before restructuring charges (U.S. GAAP) n/a n/a 12.0% 
Return on equity after restructuring charges (Cdn GAAP) .. 2.9% 14.8% 5.4% 
Return on equity after restructuring charges (U.S. GAAP) .. 2.9% 14.8% 5.4% 
STOCK INFORMATION (in thousands) 
Weighted average shares 0/s (Cdn GAAP)... 27,079 25,124 24,819 
Weighted average shares 6/5 (US. GAAP) .iis.ec sevens 27,679 25,124 24,819 
Toronto Stock Exchange: 
IMA ELM LICe Ab Vea ty CNG) crs a haiscustcsvntenaastebatioiens Morsanaeravt 40.80 39.00 30.75 
do ray 2 We Sete erd tle oo 8o0 ee dsensiesnasanscaiocsmei ue tcia x 46.30 39.00 34.45 
TO WERE WLCEIS ete tence seer aceaceemten sen ticaiat ost uscmasdesececonustenaer 35.50 DHS) PIAS) 
VOLUME S5 Daw Cesena avai me nactuarecaeenaee 10,611 9361 8,603 
New York Stock Exchange: 
Market picevat year Gnd 1) US50 aovccctiecnsssessesccasisonssuss 28.19 25.50 21.88 
URES Po WEER SHE U).Os. Gh tate cen teste eed valarid nau diouineinacdiioess 30.94 25.50 25.00 
PAD WOH ACY) WSS IA sores tne AON sca vs tect senna dnawnet res feist 24.06 16.25 18.38 
ONE EINey 2 WCIS carer Ws edb ttn ron. vaenhiesc ha sav ienne oveatinantins 1,264 1,381 3,055 


1999 SHARE TRADING DATA 


Symbol: ITP Toronto Stock Exchange New York Stock Exchange Total 
High Low Close A.D.V.* High Low Close ADV* ADN* 

Canadian $ # US. $ # # 
Ist Quarter** $42.80 $34.50 $40.80 39,700 $29.00 $23.56 $28.00 4,952 44,652 
2nd Quarter** $49.50 $39.85 $41.40 30,030 $33.38 $27.13 = $28.25 ~~ 6,885 36,915 
3rd Quarter** $44.25 $38.00 $43.00 58,404 $29.63 $25.88 $29.25 2,569 60,973 
4th Quarter $41.75 $37.25 ~~ $39.50 38,395 $27.25 $2488 $2638 4,119 42,514 


* Average Daily Volume 
** Prior to August 16, 1999 stock was traded on the American Stock Exchange (AMEX) 
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Good markets, clear strategy & sound execution. 
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SPINNAKER 


INDUSTRIES 


.. Exceeding industry profit levels... 


Dear Shareholders, 


Last year proved to be one of many challenges, beginning with excellent results for the 
first three quarters in both top line growth and bottom line improvement. Fourth quar- 
ter results however, did not continue this trend. Difficulties in the total 
implementation of our new enterprise-wide Management Information System and 
customer service issues, paralyzed our ability to enter and process orders. The result was 
a substantial drop in sales during the period. In addition, serious errors were made in 
unit-of-measure and _ pricing history files, which affected the validity 
of inventory value counts and accounts receivable. These difficulties combined with 
additional unforeseen problems in realizing synergies and costs savings related to 
the acquisition of Anchor Continental, Inc. (Anchor), resulted in unusual and 
non-recurring fourth quarter charges. 


These problems are now corrected, and pricing, unit-of-measure and asset values are now 
accurate. The Anchor situation is one of timing and is directly related to process and 
equipment changes. These improvements will be completed in stages throughout the year 
with gross margins increasing in conjunction with these changes. There was a concern 
by those outside the Company, that the drop in sales in the fourth 
quarter would continue into the first quarter of 2000. It is a testament to our sales 
force and the strength of our product line that this did not happen. In fact, our first 
quarter sales were a record for the Company, one that we expect to exceed in the 
second quarter. 


1999 brought about another series of successful events for the Company. We evaluated 
a number of acquisitions on the basis of adding customers and products, achieving scale 
in key growth lines of business and attractive growth markets, and most importantly, 
their economic return to our shareholders over time. On July 30 and August 9, 1999, 
respectively, IPG acquired all the assets of Spinnaker Electrical Tape Co. and Central 
Products Company, manufacturers of pressure-sensitive, water-activated and 
electrical/electronic tapes. In this regard, we have remained consistent with our 
overall acquisition strategy. 


August was also a busy time for IPG as we moved from the American Stock Exchange 
(AMEX) to the New York Stock Exchange (NYSE). This event took place on 
August 16, 1999 with the goal of broadening our visibility within the financial 
community, attracting a wider range of research investors and analysts on a global basis 
and further enhancing shareholder value. 


During 2000 and beyond, the Company expects to maintain double -digit growth with at 
least a 15% internal product expansion. The increases will be in all product lines and 
driven by two of the Company’s key strengths. The first is the continuation of new 
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Management committment... 


product development, where we have dedicated both time and money. New stretch 
wrap and shrink films will be introduced in 2000 and will provide access to new mar- 
kets and increase gross margins. New patented, vinyl replacements and Pallet-Free™ 
FIBC bags, are also expected to significantly add to the growth in ‘woven sales. New 
products and applications for pressure-sensitive tapes will also supply considerable 
impetus. The second exciting growth will come from our ability to fully implement our 
“Basket of Products” strategy which is unique in our marketplace. Finally, we are in 
a position to provide a value added to our customers through supply chain efficiencies. 
At least two distribution centers will be in operation in 2000 and the balance early 2001. 


The Company will continue to improve its bottom line through growth and cost 
savings throughout the organization. SG&A will be reduced to approximately 10.5% 
of sales during the year and significant manpower savings will be made in our various 
plants due to automation. We expect to realize a savings of $11.0 million on an 
annualized basis over the year. I expect gross margins to improve in our operations, 
and new high value-added products to become a larger portion of our sales. 


The potential of the Company is greater than ever and is spread across a wide variety 
of customers and industries. We are now positioned to take advantage of B to B 
commerce and have the breadth of products to make it effective. I want to thank IPG’s 
staff who extended themselves to overcome the challenges brought about during the 
latter part of 1999. I appreciate this effort and look forward to having their energy back 
where it belongs... in growing the Company. 


In closing, 1999 was a year of tremendous accomplishments on many fronts. We are 
enthusiastic about the general tone of our business and remain on course for 
achieving profitable growth and increased shareholder value. 


LIM fy — 


Melbourne F. Yull 
Chairman & Chief Executive Officer 
April 7, 2000 


Focused, aggressive & empowered to expand... . 


MESSAGE TO 
SHAREHOLDERS 
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Continuous improvement programs... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


Adapted to new opportunities... 


REPORTING CURRENCY 


The financial statements of Intertape Polymer Group Inc. Untertape Polymer Group, 
IPG or the Company) were presented in Canadian dollars up to December 31, 1998. As 
a result of business acquisitions and increasing activities in the United States, the 
Company adopted the U.S. dollar as its reporting currency effective January 1, 1999. In 
accordance with generally accepted accounting principles in Canada, for periods up to 
and including December 31, 1998, amounts pertaining to the consolidated financial 
statements and notes thereto were converted into U.S. dollars using a translation of 
convenience with the December 31, 1998 exchange rate of CDN $1.5305 per US $1.00. 


OVERVIEW OF 1999 


On March 10, 2000 Intertape Polymer Group announced that it expected to incur a loss 
for the fourth quarter ended December 31, 1999. At that time, Management stated that 
sales in the fourth quarter were adversely affected by difficulties encountered in the 
implementation of new business systems which negatively impacted customer service, 
warehousing and some aspects of order fulfillment. The expected loss would also 
include substantial charges related to integration, transition and other costs in connection 
with business acquisitions and to asset impairment and non-recurring expenses. 
On March 28, 2000, the fourth quarter and annual financial results were released and 
confirmed that earnings had been negatively impacted by issues related to the integration 
of a new enterprise-wide resource planning system, the reorganization of customer service, 
and issues related to integration, transition and non-recurring charges discussed above. 


During 1999, the Company consolidated four separate non-year 2000 (Y2K) compliant 
legacy systems inherited with the acquisitions of Tape, Inc., American Tape Co. (ATC 
or American Tape), Anchor Continental, Inc. (Anchor) and Rexford Paper Company 
(Rexford), as well as an older in-house system. This complex systems integration 
contributed to significant inaccuracies in unit-of-measure and pricing history files, order 
fulfillment and tracking routines. 


The reorganization of customer service was completed during the fourth quarter, and 
should have been positive for the Company’s customers as procedures were installed 
to facilitate a "one order for all products" process. However, complications with the 
new phone systems combined with the aforementioned Management Information 
Systems (MIS) issues, caused order placement obstacles for customers resulting in a 
slow-down in orders during December 1999. Unit-of-measure and pricing inaccuracies 
resulted in improper inventory valuations and levels. 


Higher than anticipated costs were incurred due to extended lead times to acquire equipment 
to automate and reduce waste in certain operations. The costs of rationalizing plants, 
products and brands were higher than expected due to manufacturing process changes 
and increased R&D expenditures. Finally, the acquisition of Central Products Company 
(CPC or Central Products) postponed the Company’s fourth quarter plans to eliminate 
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High volume profitable commodities..... A complete basket of products... 
MANAGEMENT’S DISCUSSION 


AND ANALYSIS 


duplicate warehouses until a full assessment of plant rationalization and markets were 
completed. These factors resulted in an unusual charge against cost of sales. 


An evaluation was carried out to assess the value of the MIS system as well as the 
quality of the account receivables due to pricing and unit-of-measure issues which had 
a negative impact. This resulted in an increase in the reserve for doubtful accounts as 
well as a reduction in the carrying cost of the MIS. In addition, during the last three 
fiscal years, IPG had actively pursued and acquired suitable companies in line with its 
strategy to maintain a leading position in the packaging industry. The costs related to 
certain acquisitions that had been previously pursued and abandoned during the fourth 
quarter; as well as the finalization of the costs incurred to relocate key Management to 
IPG’s corporate office in Sarasota, Florida have resulted in a further non-recurring 
charge. 


REVIEW OF OPERATIONS 
SALES 


Intertape Polymer Group's consolidated sales increased by 51.0% to 
$570.0 million for the year 1999; and by 66.1% to $378.0 million for 
the year 1998 from $227.6 for 1997. All sales continue to be derived 
from packaging products made from various combinations of resins 
and papers which are then converted into high quality, value-added 
products. The Company is managed based on all products being 
within one operational segment. Products are made from somewhat 
the same extrusion processes and differ to some degree only in the 
final stages of manufacturing. Furthermore, most of the Company's 
products, while brought into the market through varying sales 
methods and channels, bear the same economic characteristics in all 
respects. The two basic methods of bringing products to market are 
either through distributors or by selling directly to end-users. In 
both cases, the Company’s highly trained sales force works closely with either the 
sales forces of the distributors or directly with the distributor's customer; or with the 
end user customer. 


87.9 115.6 147.3. 177.3 227.6 378.0 570.0 
1993 1994 1995 1996 1997 1998 1999 
In Millions of U.S. Dollars 


Examples of products sold through distributors are Intertape® brand pressure-sensitive 
carton sealing tapes which include both hot-melt Gntroduced in 1981) and acrylic 1995); 
water-activated carton sealing tape (1996); masking tapes (1997); duct tapes (1998); Exlfilm® 
brand shrink film (1992); and StretchFlex™ brand stretch wrap (1996). Examples of 
products sold directly to end users include a wide range of Nova-Thene® brand woven 
polyolefin products (1989); Intertape® brand flexible intermediate bulk containers (FIBC) 
(1994); and transport and display cases (1989) that are either sold to the customer or rented. 


The following are the highlights of factors that contributed to changes in sales volume 
during 1999. 
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Business mix tmprovements. .. 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


A year of transition...... 


e In almost all of the major product lines, selling prices generally started to fall 
during 1996. This trend continued throughout 1997, 1998 and into 1999, in sharp 
contrast to 1995 where unit prices saw a significant increase during that year. These 
changes in unit selling prices are mostly in relation to raw material resin prices, which 
cycled with a downward trend beginning in 1995 to 1999. Consequently, increases in 
sales resulting from increases in unit volume were lessened in dollars by falling unit 
selling prices. 


¢ Acquisitions continue to play an important role as the Company broadens its range of 
products. During 1999, IPG acquired CPC, which contributed $55.5 million to the 
Company’s revenues. Revenues recorded during 1998 from the acquisitions of Anchor 
(September 1998) and Rexford (October 1998) as well as those derived from the 
acquisition of ATC which was completed during the last days of 1997 were $147.1 million. 


e A limited number of new products were introduced by the Company in 1999 and 
1998 other than those derived from acquisitions. 


Management is anticipating further increases in revenue during 2000 as a result of the 
following factors: 


e Intertape Polymer Group is continuing to increase its manufacturing capacities. The 
Company’s new facility located in Tremonton, Utah was further expanded during 1999. 
Various additional capacities were installed in a number of facilities during the year 
including the addition of a multi-layer coater in the Truro, Nova Scotia facility. The 
integration of the acquired facilities in Columbia, South Carolina and Richmond, 
Kentucky within the Company's other tape plants will provide further capacity 
for various products. In order to keep pace with FIBC demand IPG continues 
to further expand its relationships in Mexico to gain capacity. Finally, the Company's 
continuous program to reduce waste and increase running speeds will provide 
additional throughput. 


¢ The Company has enjoyed unit growth in substantially all product lines under 
various economic conditions throughout its history. Management believes that this unit 
growth will continue and not diminish in any material way during 2000. 


e As mentioned above, 1999 was a year of further declines in some unit 
selling prices through the third quarter. In light of rapid increases in resin raw material 
costs, Management currently anticipates that selling prices will start to increase for some 
product lines with the exception of certain North American produced products that 
compete with imported products. These importers are taking advantage of devaluations 
in their home currencies that have the effect of lowering prices in selected 
North American geographical areas. Management does not anticipate that this situation 
will reverse until the home currencies of these importers begin to strengthen against the 
U.S. dollar. 
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Avenues for growth... 


GROSS PROFIT AND GROSS MARGIN 


Undertaking strategic initiatives... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


The Company's gross profit increased 17.5% to $124.6 million for 1999; and 68.4% 
to $106.1 million for 1998 from $63.0 million for 1997. As a percentage of sales, gross 
margins decreased to 21.9% for 1999, and had increased to 28.1% for 1998, from 27.7% 


for 1997. The 1999 gross profits were seriously impacted by the 
introduction of new enterprise-wide computer and telephone systems 
and the integration of acquired manufacturing facilities. The nature 
of these challenges have been presented in the Overview section in 
this MD&A. The following is a breakdown of these unusual and non- 
recurring charges, as disclosed in the press release of March 28, 2000. 


e Sales were impacted during December 1999 due to the poor level 
of service to most customers. The combination of the Company’s 
problems resulted in customers having difficulty placing orders and 
receiving their product on time. The result was a_ shortfall 
in revenues of $17.0 million. Based on historical raw material 
content expressed as a percentage of sales, Management estimates 
that the Company lost $8.5 million in contribution to labor 
and overhead costs. As this shortfall happened quickly, this lost 
contribution generated lost gross profits of the same amount. 


¢ Unit-of-measure computer errors and incorrect information in the 
selling price computer files, resulted in a combination of shipping 
inaccuracies and a build-up of finished goods inventory. After an 
extensive review of both the Company’s shipping records and the 
year end inventory position, the Company recorded an unusual and 
non-recurring charge in the cost of sales of approximately $9.7 
million to reflect the combined impact of these factors. 


¢ During 1999, the Company incurred unusual costs of approxi- 
mately $9.8 million related to the integration of recently acquired 
businesses, principally Anchor's facility in Columbia, South Carolina. 
These integration difficulties at that location resulted in additional 
costs that were borne by other IPG facilities. Examples of the costs 
directly related to the Columbia facility are poor maintenance 
practices which led to equipment breakdown, excessive labor 
charges and low productivity, all as a result of past management 
practices. The Anchor facility integration difficulties impacted costs 
in other IPG facilities because of excess freight, overtime and 


GROSS PROFIT 


17.6 19.9 | 24.3 33.6 43.2 51.3. 63.0 106.1 155.6 


1993 1994 1995 1996 1997 1998 1999* 


In Millions of U.S. Dollars 
*This number has been adjusted 
See note in MD&A 


GROSS MARGIN 


23.4 26.7 277 29.1 29.3 28.9 27.7 28.1 26.5 
1995 1996s 1997 1998 ee 1999 


As a % of Sales 
*This number has been adjusted 
See note in MD&A 


incremental manufacturing charges incurred to accommodate manufacturing of 


products which were previously made in the Anchor facility. 


* Circumstances within several product lines have continued to result in margins 
below the Company's targeted levels. Specifically, margins for StretchFlex™ stretch 
wrap were and are currently lower than the Company's overall margins due to 
over-capacity in the market, leading to lower unit selling prices. This situation 
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Aggressive growth strategy... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


became even more critical during the fourth quarter of 1999 when market 
conditions resulted in a decline in selling prices even as raw material costs increased. 
The effect on gross profit for the fourth quarter was approximately $3.0 million. 


The combined effect of the above was that gross profits were negatively impacted by 
approximately $31.0 million for 1999. Had these factors not occurred, gross profits 
would have been $155.6 million instead of $124.6 million, and gross margins would 
have been 26.5% instead of 21.9%. 


* Water-activated products traditionally have had lower gross margins, as this has been 
a mature market for the past several years. In addition, several of the product lines 
acquired from American Tape and Anchor are products which have margins that are 3% 
to 4% lower than IPG's traditional margins. The impact of the above has affected the 
Company's gross margins for 1998 and 1999. Management estimates that the Company's 
gross margins were reduced by 2% to 3% due to the addition of these products in 1998 
and 1999. 


e¢ Management continues to implement its program to improve efficiencies at all 
facilities. Since 1990, $240.0 million has been invested on equipment in all plants in an 
effort to reduce waste, increase output, and create capacity for new products. 
Throughout 1999, the Company increased outputs in all plants and as a result, 
recorded increased sales volume in its product lines without requiring a related 
proportionate increase in manufacturing costs. Lower dollars of value-added (the 
difference between the purchase price of a unit of resin and its corresponding selling 
price) resulted in a dampening effect on gross margins. 


Management foresees that the trend of increasing gross profits will continue and 
that margins should approach historic levels by the end of fiscal year 2000 for the 
following reasons: 


e The Company's sales have returned to anticipated levels. Revenues for the first quarter 
of 2000 are anticipated to be in excess of $169.0 million which are in line with 
Management’s expectations. 


¢ Except for continuing difficulties at the Columbia facility, Management believes that 
the underlying causes of the various unusual and non-recurring charges against cost of 
sales in 1999 have been corrected and should not reoccur during 2000. 


¢ The Company has begun to implement its supply chain strategy which will result in 
logistic savings gained by way of the introduction of Regional Distribution Centers (RDC) 
over the next 18 to 24 months. It is anticipated that at least one such RDC should be 
functional during the third quarter of 2000. In addition, the process of closing duplicate 
warehouses that existed throughout 1999 has now begun. 


¢ Management has taken steps to improve the situation during the third and fourth 
quarters by installing new 5-Layer extrusion technology on all of IPG’s "cast" production 
lines. This should result in lower manufacturing costs and improved profitability. 


¢ The impact of expanded plant outputs should continue during 2000 as further 
efficiency measures are implemented. 
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¢ New equipment installed during 1999 should have a positive effect on gross 


profits for 2000. 


¢ The Company’s recently announced reduction in the number of employees to 
lower costs by $9.0 million on an annualized basis, should be uy implemented 


during the second quarter of 2000. 


¢ Selling prices have started to increase in most product lines. 


The above reasons for expanding margins throughout the coming fiscal year will be 
impacted by the effect of continuing problems with the Columbia facility and 


possibly the implementation of price increases. 
Columbia facility could have a decreasing negative effect on gross 
margins as new automated equipment is installed throughout the 
coming year. 


Finally, margins could be positively impacted by possible revisions 
to the estimated useful lives of certain manufacturing equipment for 
depreciation calculation purposes. Since the acquisition of CPC 
and into the first quarter of 2000, Management has 
conducted an extensive review of such assets with the assistance of 
professional valuators. As a result, the estimated useful lives of 
certain manufacturing equiprnent in major plants of the Company 
could be extended. This change, if adopted, will be 
effected prospectively starting with the first quarter 2000. 


SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 


Management believes that the 


SELLING, GENERAL AND ADMINISTRATIVE 


72 89 105) 1465 170 25 2 273 468 737 


1993 1994 1995 1996 1997 1998 1999* 
In Millions of U.S. Dollars 


*This number has been adjusted 
See note in MD&A 


Selling, General and Administrative (SG&A) expenses increased $38.6 million or 82.5% to 
$85.3 million ($19.5 million or 71.4% to $46.8 million for 1998 from $27.3 million for 1997). 


As a percentage of sales, these expenses increased to 15.0% for 1999, 
compared to 12.4% for 1998 and to 12.0% for 1997. These increases 
occurred primarily for the following reasons: 


The year 1999 results: 


In order to fully understand the 1999 results and comparisons to 
prior years, both sales and the SG&A costs should be adjusted on a 
pro forma basis for the following items: 


¢ Reported sales have to be adjusted for the previously discussed 
drop in volume during December 1999 in the amount of approxi- 
mately $17.0 million as SG&A costs did not proportionally decrease 
as a result of this rapid decline. 


e There are several unusual and non-recurring charges included in 
SG&A costs in the amount of $8.5 million which are a direct result 
of the MIS difficulties. This includes an increase in the allowance for 
doubtful accounts and a reserve against the carrying value of the 
MIS development costs. 


SELLING, GENERAL AND ADMINISTRATIVE 


96 120. 120. 127) 1S) 121. 1205 124° 126 2 


1991 1992 1993 1994 1995 1996 1997 1998 1999* 


As a % of Sales 


*This number has been adjusted 
See note in MD&A 
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Dev i new and improved products... 


MANAGEMENT? Ss DISCUSSION 
AND ANALYSIS 


IPG revenues from new products... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


RESEARCH & DEVELOPMENT 


- 0.02 0.03 0.64 0.72 1.15 1.46 3.06 3.90 


1991 1992 1993 1994 1995 1996 1997 1998 1999 
In Millions of U.S. Dollars 


OPERATING PROFIT - U.S. DOLLARS 


11.0 138 19.0 26.2 29.8 35.7 59.3 81.9 


1992 1993 1994 1995 1996 1997 1998 1999* 


In Millions of U.S. Dollars 
*This number has been adjusted 
See note in MD&A 


OPERATING PROFIT - % OF SALES 


139 148 157 164 178 168 157 157 14.0 
1991 1992 1993 1994 1995 1996 1997 1998 1999* 


As a % of Sales 
*This number has been adjusted 
See note in MD&A 


Developed within 5 years....... 


¢ Finally, $3.1 million of further non-recurring costs related to several 
abandoned acquisitions and the final costs of relocating more than 25 
key managers to the Company’s new corporate office in Sarasota, 
Florida. 


When these factors are taken into account, the comparisons are as follows: 


e Increase in SG&A costs year-over-year for 1999, 1998 and 1997 
are 57.7%, 71.4% and 27.0%. These increases are directly related to 
acquisitions. 


¢ More importantly, SG&A costs would have been $73.7 million, and 
as a percentage of sales for 1999 would have been 12.6%. 


Over the past 3 years, these costs have been increasing as a percentage 
of sales as the Company expanded through acquisitions. The Company 
did not attain its expected synergies from its acquisitions as a result of 
the MIS difficulties during 1999, 


The year 1998 results: 


¢ SG&A costs do not fluctuate with changes in unit selling prices. Based 
on Management’s analysis of 1998 revenue, it is believed that the 
Company has endured approximately a 10% decline in selling prices 
which would have resulted in selling costs being 1.2% less as a 
percentage of revenue without this decline in selling prices. 


e Included in SG&A for 1998 are those costs derived from businesses 
acquired during the year. In total, these costs amount to approximately 
$4.8 million. 


Management believes it is in a position to reduce SG&A costs as a 
percentage of sales. This reduction should be brought about by the SG&A 
portion of the recently announced staff reductions; by attaining planned 
efficiencies now that all facilities are operating within the same MIS 
systems except those of Central Products; the recent Customer Service 
telephone systems difficulties have been overcome; and expected 
increases in volume should not require the same percentage increases in 
these costs. Management anticipates that SG&A as a percentage of sales 
will be less than 12.0% for the first quarter 2000. 


RESEARCH AND DEVELOPMENT 


Research and Development (R&D) has become an extremely important 
function within the Company. Taken as a percentage of sales, R&D is 0.7% 
for the current year compared to 0.8% for 1998 and 0.6% for 1997. R&D 
is focused on new products, new technology developments and new 
product processes. While there have been new products introduced in 
prior years, Management believes that fiscal 2000 will see a steady rollout 
of significant new products into the market. 
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ong fundamental double-digit growth... 


Maximizes our performance... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


OPERATING PROFIT 


Intertape Polymer Group's operating profit (defined for these purposes as gross 
profit less selling, general and administrative expenses) for the year 1999 decreased 
$20.0 million to $39.3 million from $59.3 million for 1998; and increased $23.6 million 
to $59.3 million from $35.7 million for 1997. As a percentage of sales for the years 1999, 
1998 and 1997, operating margins were 6.9%, 15.7% and 15.7%, respectively. 


When adjusted for all of the above highlighted effects on revenue, cost of sales and 
SG&A costs as a result of the MIS and plant integration difficulties, the operating profits 
are $81.9 million (14.0%) for 1999, $59.3 million (15.7%) for 1998 and $35.7 million 
(15.7%) for 1997 respectively. The recent decline in operating margins is as a result of 
several factors. Firstly, the acquisitions of 1998 and 1999 have brought into the Company 
products which have gross margins currently below the Company’s historic levels. In 
addition, StretchFlex™ stretch wrap margins are under intense pressure as a result of 
market conditions. Secondly, the MIS difficulties made certain synergistic cost 
reductions unattainable during 1999. Lastly, ongoing plant integration 
difficulties are depressing both gross margins and operating margins. 
Management is confident that operating margins will expand as 
the current effect of selling price increases start to enhance gross 
margins, synergistic cost reductions are attained and the effects of 
plant integration efforts are achieved. 


INCOME TAXES 


RESTRUCTURING CHARGES 

During 1997 the Company recorded a restructuring charge of $17.7. | 5 . 

million in relation to the Company’s FIBC products. i 464 436 410 | 387 ' 367. 29.2 310” 9.0 (0.04) 
1991 1992 1993 1994 1995 1996 1997 1998 1999 

INCOME TAXES Effective Income Tax Rates 


The Company's statutory income tax rate was 42.7% for 1999; 42.9% 

for 1998, and 43.4% for 1997. Except for the impact of certain items 

for tax purposes discussed below, the amortization of that part of the NET EARNINGS - CDN GAAP 
goodwill which is non-deductible for income tax purposes, will result 
in the Company's effective income tax rate exceeding its statutory tax 
rate. The Company’s effective tax rate was impacted by two material 
events during these three years commencing with 1997. Firstly, the 
Company’s foreign based income is taxed at rates which are 
significantly lower than the rates that would have applied on 
the income had it been earned in Canada. Secondly, the Company 
entered into a series of transactions that resulted in permanent 
differences greater than that of previous years. It is expected that the os \ . ‘ = 
effective tax rate for 2000 should stabilize at 28.0%. This rate depends 29-2 37 263 © 9.4 © 14.12 187 @ 21.1 © 28.8 | 38.3 


somewhat on there being no announced significant increases in 1991 1992 1993 1994 1995 1996 1997* 1998 1999* 

corporate income tax rates for fiscal 2000 in Canada, the United States In Millions of U.S. Dollars 
‘ “These numbers have been adjusted 

of America or Portugal. See note in MD&A 
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Industry leading position... Realizing synergies & cost savings... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


NET EARNINGS - U.S. GAAP NET EARNINGS - CANADIAN AND U.S. GAAP 


During 1997, the Company recorded a charge against earnings for a 
restructuring of certain operations. Generally Accepted Accounting 
Principles (GAAP) in Canada permits the disclosure of a subtotal 
representing "earnings before restructuring charges and income taxes". 


U.S. GAAP does not permit the presentation of this subtotal. 
Consequently, net earnings under both Canadian and U.S. GAAP 
was $8.1 million for 1999 as compared to $28.8 million for 1998 and 
$8.9 million for 1997. 


2.6°% 3.9 8 6.7 98 144 19.0 21.1 288 38.3 ; ; : 
For purposes of the following three (3) year discussion, the 1997 net 
1991 1992 1993 1994 1995 1996 1997* 1998 1999* 


a earnings are based on the earnings that would have been recorded as if 
In Millions of U.S. Dollars ; : ‘ 
These numbers have Heed adjused the restructuring had not taken place; and 1999 net earnings are being 
Sec ee presented before the above highlighted negative effects on revenue, cost 
of sales and SG&A as a result of costs of the MIS and plant integration 
difficulties. IPG's net earnings adjusted as per the above for the years 1999, 1998 and 
1997 would have been $38.3 million, $28.8 million and $21.1 million respectively. As a 
percentage of sales net earnings were 6.5% for 1999, 7.6% for 1998 and 9.3% for 1997. 


Canadian GAAP net earnings conform in all material amounts that would have to be 
reported if the financial statements would have been prepared under U.S. GAAP. 


EPS - BASIc - CANADIAN GAAP EARNINGS PER SHARE CANADIAN AND U.S. GAAP 
Canadian GAAP 


As noted previously, Canadian GAAP and U.S. GAAP differ in the presen- 
tation of the restructuring charges taken against earnings during 1997. 
Neither allows for the presentation of earnings per share (EPS) before the 
effect of restructuring charges. Consequently, these charges that reduced 
EPS by $0.49, are included in all computations of EPS for 1997. 


e Basic EPS decreased 74.6% to $0.29 for 1999 from $1.14 for 1998; and 
increased 216.7% to $1.14 for 1998 from $0.36 for 1997. The weighted 
average number of common shares outstanding for the purpose of the 
basic EPS calculation was 27.7 million shares for 1999, 25.1 million shares 
for 1998 and 24.8 million shares for 1997. 


0.20. 0.20 0.31 0.46 0.67 0.77 0.85 1.14 1.39 
1992 1993 1994 1995 1996 1997* 1998 1999* 


U.S. Dollars Per Share 


*These numbers have been adjusted 
See note in MD&A 


¢ Fully diluted EPS decreased 73.6% to $0.29 for 1999 from $1.10 for 

1998; and increased 225.7% to $1.10 for 1998 from $0.35 for 1997. The 
fully diluted EPS takes into consideration the effects of stock options that have been 
granted to employees of the Company but that have not yet been exercised, as well as 
300,000 warrants issued during 1999 in conjunction with the acquisition of Central 
Products. 


¢ Had 1999 net earnings been presented before the above negative effects on revenue, 
cost of sales and SG&A as a result of costs of the MIS and plant integration difficulties; 
and had 1997 net earnings been presented on earnings that would have been recorded 
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‘rowing at well above industry standards... 


as if the restructuring had not taken place; basic EPS would have 
been $1.39 for 1999, $1.14 for 1998 and $0.85 for 1997. Fully 
diluted EPS would have been $1.32, $1.10 and $0.82 respectively. 


U.S. GAAP 


Commencing in 1997, basic EPS under U.S. GAAP is calculated in 


a manner consistent with Canadian GAAP. Fully diluted EPS was 
$0.29, $1.10 and $0.35 for the years 1999, 1998 and 1997 
respectively. The weighted average number of common shares 
outstanding used to compute fully diluted EPS under U.S. GAAP 
was 28.6 million shares for 1999, 26.2 million shares for 1998 and 
25.6 million shares for 1997. 


LIQUIDITY AND CAPITAL RESOURCES 
CHANGES IN CASH FLOWS 


Cash flow from operations decreased to $36.1 million from 
$57.9 million in 1998 and $39.7 million in 1997. To this amount, 
$10.4 million was added from the decrease in non-cash working 
capital items. In 1998 and 1997, non-cash working capital items 
required funding in the amount of $37.3 million and $14.4 million 
respectively. 


The balance of $46.5 million in 1999 was augmented by an increase 
in long-term debt of $187.0 million, $76.9 million from the issue of 
common shares in March 1999, and $1.7 million by way of the 
exercise of stock options. This was then reduced by $60.8 million 
for the repayment of long-term debt, $2.5 million for the purchase 
of shares for cancellation under a Normal Course Issuer Bid, 
$3.0 million for the payment of dividends, and by $68.8 million for 
the reimbursement of bank indebtedness. These funds totalling 
$177.0 million were used as follows: 


¢ invested $67.7 million in capital and other assets, 


e carried out the acquisition of Central Products Company and 
Spinnaker Electrical Tape Company in the amount of $108.1 million. 


CREDIT FACILITIES 


Overall, the Company has approximately $94.0 million of committed 
one and two year credit facilities. Included in this amount is a $60.0 
million facility which expired on April 1, 2000 and was extended for 
90 days so that the Company’s 1999 Annual Report could be made 
available to the bank. The Company will request that this facility be 
replaced with a one year committed facility in the same amount. 


IPG has chartered a course... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


EPS - BASIc - U.S. GAAP 


0.18 0.23 0.33 0.48 0.68 0.78 0.85 5 1.14 — 1.39 
1994 1995 1996 1997* 1998 1999* 


U.S. Dollars Per Share 


*These numbers have been adjusted 
See note in MD&A 


CASH FLOW - BEFORE FUNDING WORKING CAPITAL 


92 109 147 184 227 284 307. 57.9 36.1 
1991 1992 1993 1994 1995 1996 1997 1998 1999 


In Millions of U.S. Dollars 
Cash Flow from Operations Before Funding 
Non-Cash Working Capital Items 


CASH FLOW - AFTER FUNDING WORKING CAPITAL 


9.9 © 73 © 139 © 15.18 169 8 56 © 25.3 @ 20.6 2 465 
1991 1992 1993 1994 1995 1996 1997 1998 1999 


In Millions of U.S. Dollars 
Cash Flow from Operations After Funding 
Non-Cash Working Capital Items 
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Building brand equity..... 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 


BANK INDEBTEDNESS 


(58) 67 33.1 
1993 1994 1995 


(4.4) 
1992 


(8.4) 
1991 


(16.4) (122.1) (53.9) 


1997 1998 1999 
In Millions of U.S. Dollars 


1996 


LONG-TERM DEBT 


153.1 211.8 338) 
1997 1998 1999 
In Millions of U.S. Dollars 


44.4 
1996 


36.4 
1995 


38.3 
1994 


22.2 
1993 


23.0 
1992 


27.2 
1991 


DEBT / TOTAL CAPITAL EMPLOYED 
- 


23.0 48.0 52.0 55.0 
1996 1997 1998 1999 
As a % of Total Capital Employed 


22.0 
1995 


26.0 
1993 


28.0 
1992 


42.0 
1991 


34.0 
1994 


. Investing in the future.......... 


CASH (BANK INDEBTEDNESS) 


The uses of short-term credit facilities continued during the year in 
both Canada and the U.S. The 1999 year end balance of $53.9 
million includes an amount of $45.8 million which pertains to that 
portion of the acquisition of Central Products funded through the use 
of a short-term credit facility. The bank indebtedness decreased 
$68.2 million from 1998 as part of the proceeds of the 1999 Series A 
and B Notes Offering was used to repay all short-term borrowings. 


LONG -TERM DEBT 


During 1999, the Company successfully completed a Series A and B 
Notes Offering of $137.0 million of Senior Unsecured U.S. dollar 
Notes bearing interest at an average rate of 7.78%, interest payable 
semi-annually, $25.0 million principle maturing November 2005 and 
the balance on May 2009. The proceeds were used primarily to repay 
some bank debt incurred during 1999 for part of the acquisition of 
Central Products and to repay the balance of bank debt incurred 
during 1998 for part of the purchase of Anchor. 


During 1998, the Company successfully completed a U.S. Offering 
of $137.0 million of Senior Unsecured U.S. dollar Notes bearing 
interest at the rate of 6.82%, interest payable semi-annually, principle 
maturing March 31, 2008. The proceeds were used primarily to repay 
the bank debt $114.0 million incurred during 1997 in relation to the 
acquisition of American Tape. 


CAPITAL STOCK 


During 1999 and 1998 various employees exercised stock options 
which contributed $1.7 million and $1.2 million respectively. 


During the first quarter of 1999, the Company issued 3,000,000 
additional common shares at a price of Cdn $40.25 per share for a 
total cash infusion of US $76.9 million after issue costs. Proceeds were 
used to repay some short-term and long-term debts. 


During 1999, the Company announced that it had registered a Normal 
Course Issuer Bid in Canada. During December 1999, 100,000 shares 
were purchased for cancellation, which resulted in a reduction of $0.7 
million in the stated value of the Company’s issued common shares. 


As part of the purchase price for the acquisition of Central Products, 
the Company issued 300,000 share purchase warrants. These warrants 
expire on August 9, 2004 and permit the holder to purchase common 
shares of the Company at a price of $29.50 per share. 
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Strategic acquisitions...... 


Investing in the future... 


CAPITAL EXPENDITURES CAPITAL STOCK 


Total capital expenditures for 1999 were $57.2 million. There were 
a number of major projects either ongoing or completed in 1999. 


The expansion of our Truro, Nova Scotia plant was completed in 
1999. This expansion will add much needed capacity for production 
of woven products. The installation of a new BOPP extrusion line 
was under way at our Danville, Virginia plant as well as adding 
more stretch film production capacity as part of our 100 million- 
pound stretch film expansion. Other expenditures were made in eee, ' : S 
order to lower manufacturing costs and improve output of tape 35.3 51.6 51.6 52.3 94.9 100.0 1028 104.0. 185.1 
production facilities in Columbia, South Carolina, Marysville, 1991 1992 1993 1994 1995 1996 1997 1998 1999 
Michigan and Richmond, Kentucky primarily in the areas of In Millions of U.S. Dollars 
finishing and packaging. 


Lastly, expenditures in the MIS area continued in 1999 as we completed the 
migration of most of our systems onto a new, Y2K compliant, enterprise platform 
which is essential to our “Basket-of-Products” program. 


CAPITAL EXPENDITURES 


BUSINESS ACQUISITIONS 
1999 


On July 30 and August 9, 1999, respectively, the Company acquired 
from Spinaker Industries, Inc. (AMEX: SKK) substantially all the 
assets of Spinnaker Electrical Tape Company and all of the out- 
standing shares of Central Products Company, manufacturers of 
pressure-sensitive, water-activated and electrical tapes. The total 
cash consideration and estimated transaction costs for these S . z 
acquisitions were approximately $108.1 million. In addition, the 65° (87766880 SSD 
Company issued 300,000 share purchase warrants valued at 1991 1992 1993 1994 1995 1996 1997 1998 1999 
$3.2 million to the seller of these companies. Preliminary purchase In Millions of US. Dollars 
price allocations reflect approximately $48.5 million of goodwill, 

which is amortized over a forty year period. 


1998 


On September 23, 1998 and October 7, 1998 respectively, the Company purchased 
100% of the outstanding shares of Anchor, a manufacturer of pressure-sensitive tapes 
including both duct and masking tapes and substantially all the operating assets of 
Rexford, which is a Wisconsin redistributor of a variety of pressure-sensitive tapes as 
well as a manufacturer of water-activated tapes. The total cash consideration and 
estimated transaction costs for these acquisitions were approximately $113.2 million. 
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.. Strong balance sheet...........4.. 


.. Enhancing shareholder value........... 


BOOK VALUE PER SHARE BOOK VALUE PER SHARE 


The per share book value for the years ended 1999, 1998 and 1997 
were $9.97, $7.71 and $6.53 respectively. Had 1999 net earnings 
been presented before the above negative effects on revenue, cost 
of sales and SG&A costs brought about by the MIS and plant 
integration difficulties; and had 1997 net earnings been presented as 
if the restructuring had not taken place; the book value on a per 
share basis would have increased 43.2% to $11.04 as compared to 
$7.71 for 1998. The 1998 book value would have increased 9.8% 
from $7.02 for 1997. 


257 2.86 3.15 3.61 5.38 6.23 7.02 7.71 11.0 
1991 1992 1993 1994 1995 1996 1997* 1998 1999 
US. Dollars Per Share DIVIDEND ON COMMON SHARES 


*These numbers have been adjusted 
See note in MD&A 


On March 10, 1998, the Company declared an annual dividend of 
$0.092 per share (Cdn $0.13) to shareholders of record on 
March 20, 1998. The dividend was paid on March 31, 1998 and amounted to 
approximately $2.1 million. 


On March 9, 1999, the Company declared an annual dividend of $0.106 per share 
(Cdn $0.16) to shareholders of record on March 19, 1999. The dividend was paid on 
April 5, 1999 and amounted to approximately $3.0 million. 
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Management’s Responsibility for Financial Statements 


The consolidated financial statements of Intertape Polymer Group Inc. and the other financial information included in this 
annual report are the responsibility of the Company's Management and have been examined and approved by its Board of 
Directors. These consolidated financial statements have been prepared by Management in accordance with generally 
accepted accounting principles and include some amounts that are based on Management's best estimates and 
judgements. The selection of accounting principles and methods is Management’s responsibility. * 


The Company maintains internal control systems designed to ensure that the financial information produced is relevant and reliable. 


Management recognizes its responsibility for conducting the Company’s affairs in a manner to comply with the 
requirements of applicable laws and established financial standards and principles, and for maintaining proper standards 
of conduct in its activities. 


The Board of Directors assigns its responsibility for the financial statements and other financial information to the audit 
committee, the majority of whom are non-management directors. 


The audit committee’s role is to examine the financial statements and annual report and recommend that the Board of 
Directors approve them, to examine the internal control and information protection systems and all other matters relating 
to the Company’s accounting and finances. In order to do so, the audit committee meets periodically with the external 
auditors, to review their audit plans and discuss the results of their examination. This committee is responsible for 
recommending the appointment of the external auditors or the renewal of their engagement. 


The Company’s external auditors, Raymond Chabot Grant Thornton, appointed by the shareholders at the Annual and 
Special Meeting, have audited the Company’s financial statements and their report indicating the scope of their audit and 
their opinion on the financial statements follows. 


Sarasota, Florida and Montreal, Canada 
April 7, 2000 


MMb—- YY — ae 


Melbourne F. Yull Andrew M. Archibald, C.A. 
Chairman and Chief Executive Officer Chief Financial Officer, 
Secretary, Treasurer, 
Vice President Administration 


Auditor’s Report 


We have audited the consolidated balance sheets of Intertape Polymer Group Inc. as at December 31, 1999 and 1998 and the 
consolidated statements of earnings, retained earnings and cash flows for each of the years in the three-year period ended 
December 31, 1999. These financial statements are the responsibility of the Company's Management. Our responsibility is 
to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards in Canada. Those standards require that 
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement, An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
Management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 1999 and 1998 and the results of its operations and its cash flows for each of the years in the 
three-year period ended December 31, 1999 in accordance with generally accepted accounting principles in Canada. 


General Partnership, Chartered Accountants 


Montreal 
April 7, 2000 


TO THE SHAREHOLDERS OF 
INTERTAPE POLYMER GROUP INC. 
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CONSOLIDATED EARNINGS 
(In thousands of U.S. dollars; except per share amounts) 


Years Ended December 31, ts 9% 
Sales S 569,947 $ 378,030 CoS 55 


Cost of sales (Note 4) 445,322 271,971 164,558 
Gross profit 124,625 106,059 62,995 
Selling, general and administrative expenses (Note 4) 85,330 46,747 27,281 
Amortization of goodwill 5,451 3,330 1542 
Research and development 3,901 3,059 1,456 
Financial expenses (Note 5) 22,149 12,429 222 

116,831 65,565 32,401 


Earnings before restructuring charges 
and income taxes 7,794 40,494 30,594 


Restructuring charges (Note 6) — ae) 
Earnings before income taxes 7,794 40,494 12,877 
Income taxes (Note 7) (304) 11,743 3,992 
Net earnings $ 8,098 $ 28,751 $ 8,885 


Earnings per share 


| Basic $ 0.29 $ 1.14 $ 0.36 


| Fully diluted $ 0.29 3 1.10 3 0.35 


CONSOLIDATED RETAINED EARNINGS 
(In thousands of U.S. dollars) 


Years Ended December 31, | 9 : 97 

Balance, beginning of year S$ 85,184 $ 58,563 $ 51,294 

Net earnings 8,098 28,751 8,885 

93,282 87,314 60,179 

Dividends 2,993 2,130 1,616 
Premium on Common Shares purchased for cancellation 1,867 = = 

4,860 BAHSNG LG16 

| Balance, end of year $ 88,422 $ 85,184 $ 58,563 


The accompanying notes are an integral part of the consolidated financial statements. 
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CONSOLIDATED CASH FLOWS 
(In thousands of U.S. dollars) 


Net earnings 

Non-cash items 
Depreciation and amortization 
Future income taxes 
Restructuring charges 


Cash from operations before funding of changes 
in non-cash working capital items 


Changes in non-cash working capital items 
Trade and other receivables 
Inventories and parts and supplies 
Prepaid expenses 
Accounts payable and accrued liabilities 


Cash flows from operating activities 


INVESTING ACTIVITIES 

Acquisitions of businesses (Note 8) 

Capital assets, net of investment tax credits 
Other assets 


: 


Cash flows from investing activities 


FINANCING ACTIVITIES 

Net change in bank indebtedness 

Issue of long-term debt 

Repayment of long-term debt 

Issue of Common Shares 

Common Shares purchased for cancellation 
Dividends paid 

Cash flows from financing activities 


Net increase (decrease) in cash position 


Effect of foreign currency translation adjustments 


Cash position, beginning of year 


Cash position, end of year 


SUPPLEMENTAL DISCLOSURE OF CASH FLOWS INFORMATION 


Interest paid 


Income taxes paid 


The accompanying notes are an integral part of the consolidated financial statements. 


oS 1998 
$ 8,098 $ 28,751 $ 8,885 
31,229 20,544 12,049 
(3,197) 8,627 1,635 
= = 17,136 
$ 36,130 SSO $ 39,705 | 
(3,321) (175) (12,586) 
(6,085) (15,076) C1525) 
(2,123) 1S) (651) 
21,903 (24,033) 393 
10,374 (37,345) (14,369) 
$ 46,504 SOS 77, 625336 
(108,172) (113,187) (42,903) 
(57,154) (45,941) (32,71) 
(10,577) (8,923) (4,087) 
$ (175,903) SIGS 05.) $° (79 70D) 
(68,835) 103,460 14,231 
187,000 166,553 108,519 
(60,767) (120,099) (72,260) 
78,583 Liz2 2,893 
(2,542) =e - 
(2,993) (2,130) (1,616) 
$ 130,446 $ 148,956 SD or 
1,047 1,482 (2,598) 
(1,047) (1,482) 194 
= x 2,404 
$ -- $ - $ - 
$ 22,065 G9 75,257 $ 4,031 
$ 3,153 4 3,339 $ 2.016 
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CONSOLIDATED BALANCE SHEETS 
(In thousands of U.S. dollars) 


Assets 
Current assets 
Trade receivables (net of allowance for doubtful accounts 


of $6,178,000 ($2,210,000 in 1998)) S 83,120 $ 71,094 
Other receivables (Note 9) 17,712 11,872 
Inventories (Note 10) 87,301 WINE 
Parts and supplies 9,813 Daly 
Prepaid expenses 4,204 1,603 
Future income tax assets 11,349 7,869 
213,499 169; 776: 
Capital assets (Note 11) 351,722 258,208 
Other assets (Note 12) 31,899 20,606 
Goodwill, at amortized cost 217,886 173,562 
Total Assets $ 815,006 § 6277152 
Liabilities 
Current liabilities 
Bank indebtedness (Note 13) S 53,920 $ 122,100 
Accounts payable and accrued liabilities 88,563 56,987 
Installments on long-term debt 2,079 2,002 
144,562 181,089 
Long-term debt (Note 14) 336,015 209,842 
Other liabilities (Note 15) 52,426 36,972 
Total Liabilities $ 533,003 $ 427,903 
Shareholders’ Equity 
Capital stock and share purchase warrants (Note 16) $ 185,091 $ 104,033 
Retained earnings 88,422 85,184 
Accumulated foreign currency translation adjustments 8,490 5,032 


Total Shareholders’ Equity 


$ 282,003 $ 194,249 


| Total Liability and Shareholders’ Equity 


The accompanying notes are an integral part of the consolidated financial statements. 


On behalf of the Board, Yl f / Al 


Gordon R. Cunningham, Director 


$ 815,006 3. “G2Z152 


Eas 


Ben J. Davenport, Jr, Director. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


1. GOVERNING STATUTES 
The Company, incorporated under the Canada Business Corporations Act, is based in Montreal, Canada. 


The common shares of the Company are listed on the New York Stock Exchange in the United States of America and on 
the Toronto Stock Exchange in Canada. 


2. ACCOUNTING POLICIES 
Statements of Cash Flows 


In 1999, the Company retroactively adopted the new Canadian standards with respect to the statements of cash flows. As 
a result of the application of the new standards, the variation of bank indebtedness is now presented with financing 
activities. In the past, bank indebtedness was included as part of cash position. 


Accounting Estimates 


The preparation of financial statements in conformity with generally accepted accounting principles requires Management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from those estimates. 


Principles of Consolidation 


These consolidated financial statements include the accounts of the Company and all its wholly-owned subsidiaries. All 
significant intercompany accounts and transactions have been eliminated. Investments in joint ventures have been 
proportionately consolidated based on the Company's ownership interest. 


Fair Value of Financial Instruments 


The fair value of trade receivables, other receivables, bank indebtedness as well as accounts payable and accrued liabilities 
is equivalent to carrying amounts, given the short maturity period of such financial instruments. 


The fair value of receivables from joint ventures approximates the carrying amounts reported in the consolidated balance sheets. 


The fair value of long-term debt was established as described in Note 14. 


Foreign Currency Translation 


Reporting Currency 
The financial statements of the Company were presented in Canadian dollars up to December 31, 1998. As a result of 
business acquisitions and increasing activities in the United States, the Company adopted the U.S. dollar as its 
reporting currency effective January 1, 1999. In accordance with generally accepted accounting principles in Canada, 
for periods up to and including December 31, 1998, amounts pertaining to the consolidated financial statements and 
notes thereto were converted into U.S. dollars using a translation of convenience with the December 31, 1998 


exchange rate of CDN $1.5305 per US $1.00. 
. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


2. ACCOUNTING POLICIES (Continued) 


For years after December 31, 1998, the accounts of the Company's operations having a functional currency other than 
the U.S. dollar have been translated into the reporting currency using the current rate method as follows: assets and 
liabilities have been translated at the exchange rate in effect at the year end and revenues and expenses have been 
translated at the average rate during the year. All translation gains or losses of the Company's net equity investments in 
these operations have been included in the accumulated foreign currency translation adjustments account in shareholders' 
equity. Changes in this account for all periods presented result solely from the application of this translation method. 


Foreign Currency Translation 


Transactions denominated in currencies other than the functional currency have been translated into the functional 
currency as follows: monetary assets and liabilities have been translated at the exchange rate in effect at the end of each 
year and revenues and expenses have been translated at the average exchange rate for each year; non-monetary assets 


and liabilities have been translated at the rates prevailing at the transaction dates. Exchange gains and losses arising from 
such transactions are included in earnings. 


Inventory, Parts and Supplies Valuation 


Raw materials are valued at the lower of cost and replacement cost. Work in process and finished goods are valued at the 
lower of cost and net realizable value. Cost is principally determined by the first in, first out method. 


Parts and supplies are valued at the lower of cost and replacement cost. 


Capital Assets 


Capital assets are stated at cost less applicable investment tax credits and government grants earned and are depreciated over 
their estimated useful lives principally as follows: 


Bibi din gsc sam lenepnaeseolsevnaces pinecs Loge Onto Re Diminishing balance 
or straight-line 15 to 40 years 
Buildings under capital leases am mete ce er ae ee Straight-line 20 years 
Manufactuning €quipment’ (avs asnete es eee ee re Straight-line 7 to 20 years 
Furniture, office, computer equipment and software Diminishing balance 20% 
anil Other «sass. Ses. tedcaudeescdee nae pce ecto ne ee eee or straight-line 5 years 


The Company follows the policy of capitalizing interest during the construction and preproduction periods as part of the 
cost of significant capital assets. Normal repairs and maintenance are expensed as incurred. Expenditures which materially 
increase values, change capacities or extend useful lives are capitalized. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


2. ACCOUNTING POLICIES (Continued) 
Deferred Charges 


Debt issue expenses are deferred and amortized on a straight-line basis over the term of the related obligation. Other 
deferred charges are amortized on a straight-line basis over a five-year period. 


Goodwill 

Goodwill represents the excess of the purchase price and related cost over the value assigned to the net tangible assets 
of investments in subsidiaries and joint ventures at the dates of acquisition. Goodwill is being amortized on a straight-line 
basis over 40 years, the estimated life of the benefit. The value of goodwill is regularly evaluated by reviewing the returns 
of the related business, taking into account the risk associated with the investment. Any permanent impairment in the value 
of goodwill would be written off against earnings. 


Environmental Costs 


The Company expenses, on a current basis, recurring costs associated with managing hazardous substances and pollution 
in ongoing operations. The Company also accrues for costs associated with the remediation of environmental pollution 
when it becomes probable that a liability has been incurred and its proportionate share of the amount can be reasonably 
estimated. 


Income Taxes 


The Company provides for income taxes using the liability method of tax allocation. Under this method, future income tax 
assets and liabilities are determined based on deductible or taxable temporary differences between the financial statement 
values and tax values of assets and liabilities, using enacted income tax rates expected to be in effect for the year in which 
the differences are expected to reverse. 


Stock Options 


The Company has granted stock options as described in Note 16. No compensation expense is recognized when stock 
options are issued to employees. Any consideration paid by employees on the exercise of stock options is credited to 
capital stock. 


Earnings Per Share 

Basic earnings per share are calculated using the weighted average number of common shares outstanding during the year. 
Fully diluted earnings per share reflect the dilutive effects of stock options and share purchase warrants which would have 
resulted if exercise of options and warrants had occurred at the beginning of the period or at the date of the granting of 
the options or warrants. 


Based on imputed rates of return of 6% in 1999, 1998 and 1997, after-tax imputed earnings of $1,397,000 in 1999, 
$1,008,000 in 1998, and $290,000 in 1997 were considered for purposes of calculating fully diluted earnings per share. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


3. JOINT VENTURES 


The Company's pro rata share of its joint ventures' operations included in the consolidated financial statements is 
summarized as follows: 


Years Ended December 31,0. 
Earnings 
Sales Viz, eee eee een $ 4,467 $ 3,934 $ 2,639 
GIOSS PLOlit Wie. h-atesssaet cep oe ee cee eer 1,010 120 900 
Financia lMexpenses tes see eee ee eee 882 440 71 
Net earnings (net.l0ss) gonna ere ees (767) (59) 150 
Changes in Cash Flows 
Source (use) of cash from operating activities ...... (1,331) 827 e217 
Source (use) of cash for investing activities .......... 2,343 (1,309) (3,296) 
Source (use) of cash from financing activities ...... (2,566) 1,136 225 
Years Ended December 31, 1900 1998 
Balance Sheet 
Assets 
CUITENE ASSIS nee ce ee ee S 3,091 $ 3245 
LONGPtErHYASSELS. cece ester ee ee tn eee 11,243 9,52) 
Liabilities 
Gurrenti liabilities scencscame cece ee eee 10,817 2,902 
Long-term: debt ies scone ee ee ee 3,187 245 


During the year ended December 31, 1999, the Company recorded sales of $7,716,000 to its joint ventures ($1,745,000 in 
1998 and $2,462,000 in 1997). Also, interest income of $1,493,660 from a joint venture was accounted for during the year 
ended December 31, 1999 ($996,000 in 1998 and $682,000 in 1997). Those operations, measured at exchange values, were 
conducted in the normal course of business. 


4. INTEGRATION AND TRANSITION, ASSET WRITE-DOWNS AND OTHER NON-RECURRING COSTS 


For the year ended December 31, 1999, the Company incurred substantial integration and transition, asset write-downs 
and other non-recurring costs as a result of recent business acquisitions and the implementation of a major enterprise-wide 
Management Information System. Such costs were included in cost of sales ($19.5 million) and selling, general and 
administrative expenses ($11.6 million). 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


5. INFORMATION INCLUDED IN THE CONSOLIDATED STATEMENTS OF EARNINGS 


oO ded December 2 a ee 
Deprecruleny Ol Capital Assets ne ees ecseen acura aes. $ 25,077 
PA DAO ZAM Ol Celefred Ci alGeS.nccc pease 701 
Financial expenses 
interesmomlOno=term Cet 107, ccc te taiecas aeons 17,924 
Mtehe strata keCharOes te asccanncn, a voiverroeete teres 6,519 
Interest income, gain on foreign exchange and other .. (1,154) 
Interest capitalized to Capital ASSEtS <..5..0..00.ca0se0.00 (1,140) 
$ 22,149 


6. RESTRUCTURING CHARGES 


Se 1998 ee ae a : a ae 1997 Ce 
16,090 $ 10,154 
1,124 3DS 
10,078 3,205 
6,473 951 
(2,542) (1,497) 
(1,580) (537) 
$ 12,429 $ 2BANB2 


In 1997, the Company initiated an organizational review of the operations of certain facilities manufacturing 
flexible intermediate bulk containers and approved a plan to improve efficiency and reduce operating costs. 


As a result of the review, a restructuring provision of $17.7 million was recorded to reflect asset impairment and 


to provide for accruals for costs identified in the restructuring plan. 


7. INCOME TAXES 


The provision for income taxes consists of the following: 


Oley nee December Sk 19990 : 18 
SECC eon aso a ean uecabsabadenetesess S 2,893 $ 2.4116 $ 2,357 
RICCI Copan en er A be ode eM eck och le ce, (3,197) 8,627 1,635 

$ (304) 5 ee Tae $ 3,992 


The reconciliation of the combined Federal and Provincial statutory income tax rate to the Company's effective 


tax rate is detailed as follows: 


Dee eet ees. 
Combined Federal and Provincial income tax rate % 42.7 
Manufacturing and processing 14.0 
Foreign losses recovered (income taxed) at lower rates 0.3 
Impact of other differences (60.9) 
Effective income tax rate % (3.9) 


1 
% 42.9 m ad 
ore (6.1) 

(5.1) 32 

Se (05) 


% 29.0 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


7. INCOME TAXES (Continued) 


The net future income tax liabilities are detailed as follows: 


Years Ended December 
Future income tax assets 
Accounts payable and accrued liabilities $ 6,944 $ 8,676 
Tax credits and loss carry-forwards 12,979 5,106 
Trade and other receivables 2,101 845 
Inventories 4,264 486 
Others = 54 
26,288 L516 7. 
Future income tax liabilities 
Capital assets (50,112) (34,270) 
Others (2,545) = 
(52,657) (34,270) 
Net future income tax liabilities $ (26,369) 5 CID 105) 


8. ACQUISITIONS OF BUSINESSES 


In the last three years, the following business acquisitions have been accounted for using the purchase method 


of accounting and, accordingly, the purchase price was allocated to the assets and liabilities based on their 
estimated fair value as of acquisition date. 


The operating results of the acquired businesses have been included in the consolidated financial statements from 
the dates of acquisition. 


Year ended December 31, 1999 


On July 30, 1999 and August 9, 1999 respectively, the Company purchased certain assets of Spinnaker Electrical Tape 


Company (SETco) and 100% of the outstanding shares of Central Products Company (CPC), manufacturers of pressure- 
sensitive, water-activated and electrical tapes. 


The total cash consideration and estimated transaction costs for the acquisitions were approximately $108.1 million. 
In addition, the Company issued share purchase warrants valued at $3.2 million to the former owners. 


The preliminary purchase price allocations, which reflect approximately $48.5 million allocated to goodwill, were based on 


available information and preliminary appraisals and are subject to revision as more facts become known. Goodwill from 
the acquisitions is being amortized over a 40-year period. 


i intertape polymer group™ 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


8. ACQUISITIONS OF BUSINESSES (Continued) 
Year ended December 31, 1998 


On September 23, 1998 and October 7, 1998 respectively, the Company purchased 100% of the outstanding shares of Anchor 
Continental, Inc., a manufacturer of pressure-sensitive tapes including both masking and duct tapes and substantially all the 
operating assets of Rexford Paper Company, a redistributor of a variety of pressure-sensitive tapes as well as a manufacturer 
of water-activated tapes. 


The total cash consideration and estimated transactions costs for the acquisitions were approximately $113.2 million. 


Year ended December 31, 1997 


On December 16, 1997, the Company purchased 100% of the outstanding shares of American Tape Co., a manufacturer of 
pressure-sensitive tapes and shrink film. 


The total cash consideration and transaction costs were approximately $42.9 million. Approximately $67 million of American 
Tape Co.'s long-term debt was refinanced following the acquisition. 


The following is a summary of the initial values of the net assets purchased in the last three years: 
ee i a 1008 = 1007 
Gre eS SOL Soe eee ere te es see ad he vn dass $ 32,473 $ ESTE 


aia lease el Smear arte Reeser er ot et mtanceo se asaacasahentae DL W45 43,906 
GOOGWIL ANCLOLMER ASSELS aisa tu essessctsedesrcosteceedeceuvevees 72,116 68,450 
Net future income tax assets - 4,866 
142,827 156,334 ISS,7 33 
Cuvareale Ie SINSS ASSUME cs sccconcocascanosonassassecanansnoceqsuoD (23,250) (38,926) (25,359) 
INE AUtUITe 11ICOMe: (AX HAD ULILIES —.5...accsacsacsascseoerevravan. (8,255) (4,221) a 
Gi felis EDU AS SUI O rape ace stra semamisge rs snoecuotubem spews. - _ (70,471) 
Net assets purchased $ 111,322 S LASS 7; $ 42,903 
Consideration 
(CRIS Gls doonsceeaancnocen conocer OT ATOR Nar OC eR erent eerncen pncececerecs 108,172 113,187 42,903 
Issue Crashare DULCN ASE: WallamltS wiv.gisacnsniednnarnes-« 3,150 - _ 
Smee lL Lo 22, BS ANE US $ 42,903 
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9. OTHER RECEIVABLES 
December 3t, = 
Rebates receivable 
Income and Other taxes..5 scene eee 
Sales: tax @Sivacaccsnsesee nce en ae eee eee 
Others, eek ee acter acta mateo ee ee ecommerce 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


$ 17,712 $ LES7Z 


10. INVENTORIES 


December 31, 

Rawmaterials. 2 eA ec eee ee S 25,460 $ 19,423 
Work in process feiss ta ece sce ceca eens ee eas eee 12,189 8,507 
Finished goods. acter eee ee ee ee 49,652 44,237 


$ 87,301 $ VEL OV, 


11. CAPITAL ASSETS 


LATICL os x GA RR eee eee oe tne $ 2,264 $ _ $ 2,264 
Buildings science aysnate: Sateen eee eee ee 37,142 5,336 31,806 
Buildings under capital leasesa. eee eteenn one 15,125 2,560 12,565 
Manufacturing equipmentyc. aii. eee rene 346,629 78,202 268,427 

Furniture, office, computer equipment and 
software and ‘other ae ee ee 25,517 6,584 18,933 
Manufacturing equipment under construction. ........ 17,727 = 17,727 
$ 444,404 $ 92,682 $ 351,722 


eo. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


11. CAPITAL ASSETS (Continued) 


iis, Bet en $ LS7o $ = $ 1,879 
| SUU Ta VA ETS 5k am a8 Una ces a ee 29,366 3,360 26,006 
Buildingsminder capital leéasesne.c00s.4 ash oeniacs aes 14,958 2,174 12,784 
MamUiachinine equipments .wibaiiswaess.: deny eines: 255,760 59,793 195,967 
Furniture, office, computer equipment and 
SOM Aree ACh OLMET eee pea g korea sictcsn ce tucked miceteaaaa ve 12,915 4,192 S925 
Building and manufacturing equipment 
MIC CiacOns CUOllam rine oma rtoeeaeoreetericonine ss: 12,849 - 12,849 
S027,727 $ 69,519 $258,208; 


12. OTHER ASSETS 


Debt issue expenses and other deferred charges, 
EAT BASTION) 4 7A SAN 6. he dao re Po IN RP $ 4,067 $ 3,460 


Loans to officers and directors including loans 
regarding the exercise of stock options, 


without interest, various repayment terms ............ 275 458 
Recarvales romimOimt, VEMtULes @  accastcaceecnnsete mens 23,449 13,985 
Oe Ce VAL Se ier on wen retard oh seu detadcehistbadwnuaavanttmtt 1,452 1,683 
Gere COS Eee ican Treated re cine aluabmossuacdternees 2,656 1,020 

$ 31,899 $ 20,606 


® Of this amount, a total of $21,802,000 is receivable from IFCO - U.S., L.L.C. (FCO) as at December 31, 1999 ($12,590,000 
in 1998) and includes the following: $7,087,000 ($6,274,000 in 1998) of promissory notes bearing interest at a rate of 10%, 
repayable in annual principal instalments, maturing at various dates until January 2003 and a $14,715,000 ($6,316,000 in 
1998)loan bearing interest at the U.S. prime rate, due on demand. 


In March 2000, all amounts receivable from IFCO were reimbursed to the Company as a result of the sale of the Company’s 
interest in this joint venture. The proceeds of this sale were used to reduce outstanding bank credit facilities. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


13. BANK INDEBTEDNESS AND CREDIT FACILITIES 
The bank indebtedness consists of the utilized portion of unsecured demand and revolving bank credit facilities and cheques 
issued which have not been drawn from the facilities and is reduced by any cash balances. 


As at December 31, 1999, the Company had: 


- A senior unsecured bank loan under a US $60.0 million term credit facility which matures on April 1, 2000. This loan 
bears interest at U.S. prime rate or LIBOR plus a premium varying between 1.25% and 1.50%. As at December 31, 1999, 
the effective interest rate pertaining to the bank loan was approximately 8.1% and US $50.0 million was utilized; 


- CDN $6.0 million of revolving credit facilities from Canadian financial institutions of which CDN $0.4 million was 
utilized as at December 31, 1999; 


- US $30.0 million of revolving credit facilities from U.S. and Canadian financial institutions of which US $7.8 million was 
utilized as at December 31, 1999. 


The effective interest rate on the used portion of the revolving credit facilities was 8.0% as at December 31, 1999 (8.0% 
as at December 31, 1998). 


14. LONG -TERM DEBT 


Long-term debt consists of the following: 


a) $137,000,000 Series A and B Senior Notes .......... S$ 137,000 
b)'$137,000,000 Senior Notes...) eee 137,000 137,000 
c) $8,000,000 Series 4 Noteswa eee 8,000 33,000 
d) Bank loan under a revolving credit facility.......... 50,000 33,001 
e) Other Gebers eee eee 6,094 8,843 
338,094 211,844 
Less 
Current portion of long-term debinam.s eee eee 2,079 2,002 


$ 336,015 $ 209,842 
a) Series A and B Senior Notes 


Senior Unsecured Notes, bearing interest at an average rate of 7.78%, payable semi-annually. The Series A $25.0 million Notes 


are repayable on May 31, 2005 and the Series B $112.0 million Notes are repayable in semi-annual amounts between 
November 30, 2005 and May 31, 2009. 


b) Senior Notes 


Senior Unsecured Notes, bearing interest at 6.82%, payable semi-annually, maturing March 31, 2008. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


14. LONG -TERM DEBT (Continued) 

c) Series 3 Notes ‘ 

Senior Unsecured Notes, bearing interest at an effective rate of 8.08% (7.78% in 1998), payable semi-annually. These Notes 
mature on June 1, 2001. The Series 1 and 2 Senior Unsecured Notes were repaid during the year with a portion of the 
proceeds from the Series A and B Senior Unsecured Notes. 


d) Bank Loan Under a Revolving Credit Facility 


Senior unsecured bank loan under a $50.0 million revolving credit facility maturing July 15, 2001. This loan bears interest at 
U.S. prime rate or LIBOR plus a premium varying from 0.4% to 0.625%. As at December 31, 1999, the effective interest rate 
pertaining to the loan was 7.0% (6.9% in 1998). 


e) Other Debt 


Other debt consisting of government loans, mortgage loans in a joint venture, obligations related to capitalized leases and 
other loans at fixed and variable interest rates ranging from interest-free to 8.25% and requiring periodic principal repayments 
through 2008. 


The Company has complied with the maintenance of financial ratios and with other conditions that are stipulated 
in the covenants pertaining to the various loan agreements. 


Long-term debt repayments are due as follows: 


PANO: soscdsccndacdedbe seonognGocon eee cnds Cone Rene ET SSSG EUR REA EN neater cnn ae aee $ 2,079 
ATI scscetieo baseBbeh dae Sot ae SRR enO ee spe AA721 Si RAR ae dn Sipe 
D2) Oar Re sees cores ate asia A gain Me ore cick chews Se fear sujaeenmennecencmaconen teem se 1,242 
FO ee ree tec en ie ain Ul iy Pan bloommrniand ni aiivaange ntaieacimaiinton 463 
Lae me ER ctr yre vie tent GniciiaChiwoctsrmncmaca/aedienscomestans 422 
TERI SIRSE UG NS heen cette ease ent re lc rete rapa eile oO Peer ene 274,357 


$ 338,094 


Fair Value 

For all debts with fixed interest rates, the fair value has been determined based on the discounted value of cash flows under 
the existing contracts using rates representing those which the Company could currently obtain for loans with similar terms, 
conditions and maturity dates. For the debts with floating interest rates, the fair value is closely equivalent to their carrying 
amounts. 

The carrying amounts and fair values of the Company's long-term debt as at December 31, 1999 and 1998 are: 


1999 1998 
© Fae Gatying er Caryn 
value = amount) —s value =—— amount 


$ 338,094 


Be 21154 $ 211,844 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


15. OTHER LIABILITIES 


December 2 oe 199 19 
Provision for future site rehabilitation costs .... $ 4,500 $ 4,500 
Future income tax liabilitiess.n.. eee 37,718 26,972 
Other Sdece arene cae eee 10,208 5,500 


$ 52,426 $ 36,972 


16. CAPITAL STOCK AND SHARE PURCHASE WARRANTS 


Capital Stock — Authorized 


Unlimited number of shares without par value. 
- Common shares, voting and participating 


- Class "A" preferred shares, issuable in series, ranking in priority to the common shares with respect to dividends and return 
of capital on dissolution. The Board of Directors is authorized to fix, before issuance, the designation, rights, privileges, 
restrictions and conditions attached to the shares of each series. 


Capital Stock — Issued and Fully Paid 


The changes in the number of outstanding common shares and their aggregate stated value from January 1, 1997 to 
December 31, 1999 were as follows: 


Balance, beginning of year .. 25,194,333 $ 104,033 $ 102,861 24,446,476 $ 99,968 


2,019,921 


Shares issued for cash in 

Public Offemiiot ase 3,000,000 S 76,887 = = 
Shares purchased for 

Cancellation sem ae (100,000) (675) = = 


Shares issued for cash upon 
exercise of stock options .. 


202,059 S$ 1,696 
28,296,392 $ 181,941 


174,412 
25,194,333 


$ Pig 
$ 104,033 


573,445 $ 2,899 
25,019,921 $ 102,861 


Balance, end of year 


On March 16, 1999, the Company issued 3,000,000 shares by way of a public offering at US$26.31 per share. The 
proceeds for the Company, after deducting underwriting commissions and transaction fees of $2,043,000, net of 


related income tax benefits of $1,117,000, totalled $76,887,000. 
oe . 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


16. CAPITAL STOCK AND SHARE PURCHASE WARRANTS (Continued) 


During 1999, the Corporation purchased for cancellation 100,000: common shares at an average stated value per share 
of $6.75 under a Normal Course Issuer Bid. The excess of the purchase price over the average stated capital of the 
shares has been charged to retained earnings. 


For basic earnings per share calculation purposes, the weighted average number of common shares outstanding was 
27,679,385 for the year ended December 31, 1999 (25,123,812 in 1998 and 24,819,495 in 1997). 


Share Purchase Warrants 


a 1999 
BOO COU Dare: PUrChASE: WATTANIS 2e.g.c5-0densacetensnestovce 3,150 


As partial consideration for the 1999 business acquisitions described in Note 8, 300,000 warrants were issued. These 
warrants, which expire on August 9, 2004, permit holders to purchase common shares of the Company at a price of 
$29.50 per share. 


Shareholders’ Protection Rights Plan 


On May 21, 1998, the shareholders approved the extension to September 2003 of a Shareholders! Protection Rights Plan 
originally established in 1993. The effect of the Rights Plan is to require anyone who seeks to acquire 20 percent or more of 
the Company's voting shares to make a bid complying with specific provisions. 


Stock Options 


Under the Company's Amended Executive Stock Option Plan, options may be granted to the Company's executives and 
directors. Options expire no later than ten years after the date of granting. The plan provides that such options will vest and 
may be exercisable 25 percent per year over four years. 


Options granted during the last three years were as follows: 


ees mo T9995 © < 1008 I 
Number of common shares in 

respect of which new options were granted ........ 14,000 744,650 634,900 
ERCLCISE LIC yr ataaeccarutetrctssunteceadsiee Gcesiehetakseakevavsuenvwend $27.88 $16.69 to $23.26 $19.09 to $20.59 


All options were granted at a price equal to the average market value on the five days immediately preceding the 
date the options were granted. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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16. CAPITAL STOCK AND SHARE PURCHASE WARRANTS (Continued) 


The following table presents the situation pertaining to common shares reserved for issuance under the plan and 
options exercised: 


Number of common shares reserved for issuance 


under the: Dla tence sanqae eee teen ce eee 2,405,242 2,405,242 2,405,242 
Number of shares remaining available for issuance 

under thesplano%. ec snes See eee - - 484,453 
Number of common shares issued pursuant to the 

exercised Stock OPUONS Ravn t eee eee 202,059 174,412 573,445 
Price fanesat SSUBNCE, ete eee ee $4.25 to $23.26 $4.25 to $20.59 $4.25 to $17.84 


As at December 31, 1999, a total of 82,708 options to purchase common shares (68,708 options as at December 31, 
1998) had been granted, subject to regulatory and shareholder approval. 


The changes in number of options outstanding were as follows: 


1999 1998 1997 


2,406,067 1,837,529 1,799,074 


Balance, beginning of year 
Granted (ox.3f ahr, ee red oe 3 14,000 744,050 634,900 
ee oe es: 2 (202,059) (174,412) (573,445) 


ite fa rian tay Sek ena ere : (784) (1,500) (23,200) 


2,217,224 2,406,067 1,837,329 


Balance, end of year 


The following table summarizes information about options outstanding and exercisable at December 31, 1999: 


Options Exercisable 


ee 


\ exercise prices. ‘Number a, Sex Numb Ae aS ea 
$ 4.25 to 8.58 490,132 48 $ 5.93 490,132 $ 5.93 
$ 10.86 to 19.30 1,407,004 5.0 $ 17.58 720,136 $ 16.75 
$ 19.49 to 27.88 320,088 5.0 $ 22.81 76,522 $ 22.57 
I 2,217,224 1,286, 790 
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(In U.S. dollars; tabular amounts in thousands, except per share amounts) 


17. COMMITMENTS AND CONTINGENCIES 


Commitments 


At December 31, 1999, the Company had commitments aggregating approximately $8,131,000 to 2004 for the rental of offices, 
warehouse space, manufacturing equipment, automobiles and other. Minimum lease payments for the next five years are 
$2,432,000 in 2000, $1,599,000 in 2001, $1,431,000 in 2002 and $1,344,000 in 2003 and $1,325,000 in 2004. 


The Company also had commitments aggregating approximately $15,200,000 for the purchase of manufacturing equipment. 


Contingencies 


The Company is party to various claims and lawsuits which are being contested. In the opinion of Management, the 
outcome of such claims and lawsuits will not have a material adverse effect on the Company. 


18. PENSION AND POST - RETIREMENT BENEFIT PLANS 


The Company has several defined contribution plans and defined benefit plans for substantially all its employees in both 
Canada and the United States. These plans are generally contributory in Canada and non-contributory in the United States. 


Defined Contribution Plans 
In the United States, the Company maintains a savings retirement plan (401[k] Plan) for the benefit of certain employees 
who have been employed for at least one year. Contribution to these plans is at the discretion of the Company. 


The Company contributes as well to a multi-employer plan for employees covered by collective bargaining agreements. 


In Canada, the Company maintains a defined contribution plan for its salaried employees. The Company contributes to the 
plan amounts equal to 4 percent of each participant's eligible salary. 


The Company has expensed $2,937,000 for these plans for the year ended December 31, 1999 ($1,367,000 and $619,000 for 
1998 and 1997 respectively). 


Defined Benefit Plans 


The Company has, in the United States, two defined benefit plans (hourly and salaried). Benefits for employees are 
based on compensation and years of service for salaried employees and fixed benefits per month for each year of 
services for hourly employees. 

The funding policy is consistent with the funding requirements of federal laws and regulations. Plan assets consist 
primarily of equity securities and fixed income investments. 

In Canada, certain non-union hourly employees of the Company are covered by a plan which provides a fixed 
benefit of $10.33 ($9.15 and $8.49 in 1998 and 1997 respectively) per month for each year of service. 

Plan assets are invested in segregated funds, managed by an unaffiliated investment firm who places these funds in 
pooled accounts. 
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18. PENSION AND POST -RETIREMENT BENEFIT PLANS (Continued) 


The following represents the weighted average of significant assumptions used for the measurement of pension costs 
and projected benefit obligation: 


Years Ended December 31, e 1999 1998. 
DISCOUNE TALC See rare er eee ecoren eee ee % 7.00 % 7.00 YW FMC 


Expected long-term rate-of returm: = % 8.50 % 9.50 % 9.50 


There is no salary increase assumption because the remaining plans provide fixed benefits. 


Components of net periodic benefit cost for defined benefit plans are as follows: 


Years Ended December 31, 


SELVICE COSL Rieu ciee inter he or eee eater $ 420 $ 642 $ 39 
[Interest COSt tiie ne ee mee 804 1,954 46 
Expected retin oniplan assets a eee eee (846) (2,434) (50) 
Amortization of actuarial gains. ec) eee - - (1) 
Amortization of unrecognized prior service cost...... 52 49 = 
OED” ss copeaseehtie nares eeeenes sate cachet onto eae eee 3 3 1 
Net periodic benefit cost $ 433 $ 214 $ 29 


The funded status of the plans are as follows: 


December 31 


Benefit obligation at beginning of year... $ 7,423 $ 8,773 
DELVICE COS. Gs,. on cmea cette eee ee 420 642 
Interest COSC) widen een ee ta eee oe ee 804 1,954 
BUSINESS ACQUISILION ie te eee eet eee 10,294 - 

Actuarial logstandcothers.... eee (1,852) 227 
Benefits: paid Jauch.Genee eee ee (399) 6,173) 
Benefit obligation at end of year $ 16,690 3. 425, 
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18. PENSION AND POST-RETIREMENT BENEFIT PLANS (Continued) 
ee rrlrrrrr——r— eee re —“—“—“‘i~sOCO 
Fair value of plan assets at beginning of year.......... $ 7,145 $ 10,524 
ACMAITENIINCON: PIATY ASSES cep, ..4crsr0.scsereviesecsosos says oe 1,000 1,294 
EI UIORAS POCO VOC tea Brae aco noc datacn spot vunens 185 500 
{SUCH a SCS Lala (UES lo 9 eae ns ee 8,775 = 
BSTC TICS AIC een ee ede eee a Nr. See een, cisunacsces (399) G173) 
Fair value of plan assets at end of year $ 16,706 Sway, 145 
EAC eC SLAC SCOR ENG DIAN fay cernances sera tueduactace debeesine: $ 16 CS) 
UNreCOoMIZed ACtIIATIAl Cain ecc.cceaacsetecesccescooossctacts (2,154) (138) 
Winitecoonized. priOr Service COSt 22.12. ht cactee eee 691 734 
We aren eae ter exec hata dat at eNGHER cota (106) (106) 
Prepaid (accrued liability) benefit cost $ (1,553) Soe 712. a 


Post-retirement Benefits 


In the United States, the Company provides group health care and life insurance benefits to certain retirees. The cost of 
providing these benefits, which is charged against earnings on an accrual basis, amounted to $109,000 ($126,000 in 1998). 


19. SEGMENT DISCLOSURES 


The Company manufactures and sells an extensive range of specialized polyolefin plastic packaging products primarily in 
Canada and in the United States. All products have to be considered part of one reportable segment as they are made from 
similar extrusion processes and differ only in the final stages of manufacturing. A vast majority of the Company's products, 
while brought to market through various distribution channels, generally have similar economic characteristics. 


The following table presents revenues by country based on the location of the manufacturing facilities: 


(eats ded December at, S000 es 
CATR ETG lhe ee ge te reer ee ee S$ 107,072 $ 94,186 
{CITRATE TERY Go den eee yak nan oe ee 487,640 334 367 
COUT Spree fe cc sets careceeertise daly veoe inet umiacas ae rembadisats 3,333 3,090 
Nranstets between Seostaphic areas -.1....56....0-s.0. (28,098) (53,913) 


Total revenues $ 569,947 $ 378,030 


1997 


$993,272 

195956 

2,110 
(61,767) 


S227, 505 


. 
l intertape polymer group™ 


aN 
1) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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19. SEGMENT DISCLOSURES (Continued) 


The following table presents capital assets and goodwill by country based on the locations of assets: 


Capital Assets 
Canada sonar ee ee S$ 48,016 $ 36,658 
United Stes 25.2 eee 296,326 213,779 
QUE ets ener eee 7,380 VT 
Total capital assets $ 351,722 $ 258,208 
Goodwill 
Canada Satis ctotantte ee ee eee ee $ 19,053 $ 18,643 
Waited SAS = ee eee ee ee 198,833 154,919 


Total goodwill $ 217,886 Sel 75,562 


No customer accounted for 10 percent or more of revenues in 1999, 1998 and 1997. 


20. DIFFERENCES IN ACCOUNTING BETWEEN THE UNITED STATES OF AMERICA AND CANADA 


In certain respects, Canadian generally accepted accounting principles (Canadian GAAP) differ from United States generally 
accepted accounting principles (U.S. GAAP). 


a) Net Earnings and Earnings Per Share 


Net earnings of the Company and basic earnings per share established under Canadian GAAP, conform in all material respects 
to the amounts that would be reported if the financial statements would have been prepared under U.S. GAAP. 


Fully diluted earnings per share under U.S. GAAP is calculated using the assumption that proceeds from exercising options 
are used at the beginning of the year to acquire common shares of the Company at average market price. 


Fully diluted earnings per share established in accordance with U.S. GAAP would be as follows: 


SC eo 1998 Pe 
$ 0.29 $ 1.10 $1 035 


Fully diluted earnings per share 
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20. DIFFERENCES IN ACCOUNTING BETWEEN THE UNITED STATES OF AMERICA AND CANADA (Continued) 
b) Consolidated Statements of Earnings 


Canadian GAAP permits the disclosure of a subtotal representing "Earnings before restructuring charges and income taxes". 
U.S. GAAP does not permit the presentation of this subtotal. 


Under Canadian GAAP, the change in reporting currency effected on January 1, 1999 has been accounted for using a 
translation of convenience, as described in Note 2. Under U.S. GAAP, the financial statements for periods presented prior 
to the change in reporting currency would be translated to U.S. dollars using the current rate method, which method uses 
specific year-end or annual average exchange rates as appropriate. Accordingly, using the current rate method, the 
following amounts would have been reported for sales and cost of sales, under U.S. GAAP: 


10 ee 
$ 390,007 $ 243,631 
$ 280,588 $ 176,185 


c) Consolidated Balance Sheets 


Under Canadian GAAP, the financial statements are prepared using the proportionate consolidation method of accounting 
for joint ventures. Under U.S. GAAP, these investments would be accounted for using the equity method. Note 3 to the 
consolidated financial statements provides details of the impact of proportionate consolidation on the Company's 
consolidated financial statements for 1999, 1998 and 1997, including the impact on the consolidated 
balance sheets. 

The other differences in presentation that would be required under U.S. GAAP to the consolidated balance sheets are not 
viewed as significant enough to require further disclosure. 


d) Consolidated Cash Flows 


Canadian GAAP permits the disclosure of a subtotal of the amount of funds provided by operations before changes in 
non-cash working capital items to be included in the consolidated statements of cash flows. U.S. GAAP does not 


permit this subtotal to be presented. 
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20. DIFFERENCES IN ACCOUNTING BETWEEN THE UNITED STATES OF AMERICA AND CANADA (Continued) 


e) Post-retirement Benefits Other Than Pensions 


The following disclosure on post-retirement benefit cost components and funded status would be required under 
U.S. GAAP: 


Year Ended December 30 1999 Ie ee 
Service:cost fOr the year auc me ee eee $ 21 $ 7) $ — 
Interest cost on accumulated post-retirement 

benefit obligation jsa.921.. 2042 wa. ue ee eee Ss 58 $ 66 $ = 
Net amortization: 225,41 unneeeeee ee ere ere $ 30 $ 33 $ ~ 
Net post-retirement benefit cost $ 109 $ 126 $ - 


December 31 1908 


Benefit obligation at beginning of year... $ 960 $ 827 
SErviCe COS wh watniateaiae aoe eee eee S$ 21 $ 27 
Interest COSt si RAR eee Ss 58 $ 66 
BUSINESS aCCUISINIONY a acer eee en eee S 41 $ = 
Actuarial, loss (Oaitt ramen tte. ce ere eee S (398) $ 100 
Benefits paid Co re cactstet he ee ee ree ee $ 30 $ (60) 
Benefit obligation at end of year $ 712 $ 960 


For measurement purposes, an 8% annual rate of increase in the per capita cost of covered health care benefits was assumed 
for 1999 and to gradually decrease to 5% in 2005. A 1% increase/decrease in this annual trend rate would have the following 
effects: 


CIA ee 


Effect on total service and interest 
COSt COMPONEnts! ieee te Meee eee 
Effect on post-retirement benefit obligation.............. 


2 $ (2) 
(22) 


D> D> 
nN 
1) 
Se 
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20. DIFFERENCES IN ACCOUNTING BETWEEN THE UNITED STATES OF AMERICA AND CANADA (Continued) 


J) Accounting for Compensation Programs 

The Company has chosen to continue to measure compensation costs related to awards of stock options using the 
intrinsic value based method of accounting. Under U.S. GAAP, the Company is required to make pro forma disclosures 
of net earnings, basic earnings per share and diluted earnings per share as if the fair value based method of account- 
ing had been applied. The fair value of options granted in 1999, 1998 and 1997 was estimated using the Black-Scholes 
option-pricing model, taking into account an expected life of five years, expected volatility of 25% for all periods, risk- 
free interest rates of 5.39% (5.27% in 1998, 5.67% in 1997) and maintenance of the existing dividend policy. A 
compensation charge is charged off on the vesting periods. 


Accordingly, the Company's net earnings, basic earnings per share and diluted earnings per share for the year ended 
December 31, 1999 would have been reduced, on a pro forma basis, by $2,499,000, $0.09 and $0.09 ($2,100,000, $0.08 
and $0.08 respectively in 1998 and $1,567,000, $0.07 and $0.06 respectively in 1997). 


The weighted average fair value of options granted in 1999 was $8.79 ($5.98 in 1998 and $5.83 in 1997). 


The Black-Scholes option valuation model was developed for use in estimating the fair value of traded options which 
have no vesting restrictions and are fully transferable. In addition, option valuation models require the input of 
highly subjective assumptions including the expected stock price volatility. Because the Company's Amended 
Executive Stock Option Plan has characteristics significantly different from those of traded options and because 
changes in the subjective input assumptions can materially affect the fair value estimate, in Management's opinion, the 
existing models do not necessarily provide a reliable single measure of the fair value of its employee stock options. 


8) Business Acquisition — Pro forma Disclosures 

As required under U.S. GAAP, the following unaudited pro forma financial information has been prepared by the 
Company's Management, giving effect to the SETco and CPC acquisitions, described in Note 8, as if they had taken 
place at the beginning of the 1998 fiscal year-end. 


The pro forma information is presented in response to applicable accounting rules relating to business acquisitions. It 
is not necessarily indicative of the actual results that would have been achieved had the acquisitions occurred as at 
January 1, 1998 and is not necessarily indicative of future consolidated results of the Company. 


The pro forma assumptions that have been reflected are limited to the inclusion of additional amortization of good- 
will and capital assets arising from the acquisitions, increases in financial expenses for debt incurred to finance the 
acquisitions and the income tax effects of such adjustments. Assumptions that have not been included in the pro forma 
information are the effect of either certain decisions that have been made by the Company's Management since the 
date of the acquisition as well as the effect of various decisions that the Company's Management might have made at 
the beginning of the respective periods. In Management's opinion, because of the inability to reflect such assumptions, 
the pro forma net earnings and basic earnings per share data described below do not necessarily provide a reliable 
measure of the impact of the business acquisitions: 
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20. DIFFERENCES IN ACCOUNTING BETWEEN THE UNITED STATES OF AMERICA AND CANADA (Continued) 
‘December 31, | 


(Unaudited) 
Sales aides ee eee ee S$ 645,217 $ 507,200 
Neb @arniings ataGieark ches Ree 2 ee ee S$ (2,497) $ 15,300 
Basic: earnings per share: .ene cee eee S$ (0.09) $ 0.61 


h) Consolidated Comprehensive Income 
As required under U.S. GAAP, the Company would have reported the following consolidated comprehensive income: 


Net earnings in accordance with U.S. GAAP............. $ 8,098 $ 823,701 $ 8,885 
Foreign currency translation adjustments ............00 S 3,458 $ (17,58) $ (6,414) 
| Consolidated comprehensive income $ 11,556 Sell 16O See 


i) New Accounting Pronouncement 

The Financial Accounting Standards Board (FASB) has issued SFAS No. 133 which outlines accounting and reporting 
standards pertaining to derivative instruments and hedging activities. For U.S. GAAP reporting purposes, this statement 
should be adopted for fiscal years commencing after June 15, 2000. As the Company does not presently use derivative 
or hedging instruments, there is no foreseen impact for the implementation of this new recommendation. 
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